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Global Supply forecast (WFE, kt) 
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Extract from Kontali’s September 2016 report: 

“…our smolt-release estimate for 2016 has been adjusted down by 3 
million, and knowing that at least 1 million fish will be culled as a result of 
ISA over the next month or so, the outlooks for any growth next year, looks 
paler than ever...  
 
It might also hold hard to reach our sales budget of 1 190 thousand tonnes 
this year, although sea-lice-driven harvesting could contribute to keeping 
harvest volumes during Q4 up at last year’s level.” 

The industry has several challenges, but to much volu me growth is not one of them..  
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Are we seeing demand destruction?  
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Norwegian export volumes are 
down 7% year to date…  
 
Export value is up 31% in 
NOK and 23% in Euro…  
 
At least ‘someone’ is willing to 
pay for the product 

We see high demand for Norwegian salmon 



Source: DNB Markets 20 

    Are we seeing demand destruction?  



Source: DNB Markets 
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           Animal protein consumption per capita per annum (kg)   

US Beef; 24.4 

US Poultry; 44.9 
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Change to global supply estimates revised down for 2016 & 2017, but up for 2018 
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Market should be able to handle the global 2017-2018e volume growth  
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Salmon price estimates revised up for 2016, unchanged for 2017-2018e 
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Salmon price estimates revised up for 2016, unchanged for 2017-2018e 
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Salmon price - DNB Markets versus consensus  

Above consensus on price (due to lower volumes?)…..  
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EPS - DNB Markets versus consensus  

…. but lower on EPS (again due to lower volumes and po ssibly higher cost?)  
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Top picks – Marine Harvest and Grieg Seafood 



Source: Bloomberg 
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      Land based protein producers trade at 2017-18e PE of 14-15x vs. seafood at <10x   

Company 16e 17e 18e 16e 17e 18e 16e 17e 18e 16e 17e 18e
Marine Harvest 9.0x       7.6x       7.5x       10.4x     8.8x       8.7x       13.5x     10.9x     10.8x     6.1%     6.4%     6.5 %
Grieg Seafood As 6.3x       5.8x       5.5x       6.6x       6.6x       6.2x       9.2x       8.0x       7.3x       3.1%     4.3%     4.5 %
Salmar Asa 8.9x       7.8x       7.9x       10.1x     8.8x       8.9x       12.5x     11.0x     11.1x     5.3%     6.0%     6.1 %
Bakkafrost P/F 10.0x     8.7x       8.4x       11.1x     9.7x       9.4x       14.1x     12.3x     12.0x     2.9%     3.4%     3.7 %
Leroey Seafood G 6.8x       5.7x       5.8x       7.8x       6.5x       6.5x       10.3x     8.6x       8.7x       4.6%     5.6%     5.7 %
Norway Royal Sal 9.4x       7.1x       6.3x       10.3x     7.6x       6.8x       11.5x     9.7x       8.6x       3.8%     5.8%     6.0 %
Salmon Peers 8.4x      7.1x      6.9x       9.4x      8.0x      7.7x      11.8x    10.1x    9.7x      4.3%      5.2%      5.4 %

Orkla Asa 17.9x     16.6x     15.9x     22.3x     20.5x     19.4x     20.0x     19.6x     18.3x     3.0%     3.1%     3.1 %
Ebro Foods Sa 10.7x     10.1x     9.7x       13.4x     12.6x     12.0x     18.4x     17.1x     16.4x     3.2%     3.4%     3.5 %
Procter & Gamble 14.8x     14.6x     13.9x     18.1x     17.8x     16.8x     24.1x     22.5x     20.9x     3.0%     3.1%     3.3 %
Atria Oyj 5.9x       5.5x       5.3x       13.4x     11.9x     11.4x     11.6x     10.4x     9.9x       4.6%     5.0%     4.9 %
Hkscan Oyj-A Shs 4.7x       4.1x       3.8x       17.3x     12.8x     11.2x     17.8x     9.8x       7.9x       4.4%     4.8%     5.6 %
Unilever Nv-Cva 14.7x     13.6x     12.8x     17.3x     16.0x     14.8x     21.9x     20.3x     18.7x     3.1%     3.3%     3.6 %
Danone 13.3x     11.8x     11.0x     17.0x     15.0x     14.1x     21.5x     19.7x     17.7x     2.6%     2.7%     3.0 %
Nestle Sa-Reg 15.0x     14.2x     13.5x     18.6x     17.5x     16.5x     22.5x     21.2x     19.8x     3.0%     3.2%     3.4 %
Aryzta Ag 8.5x       8.8x       8.4x       10.8x     12.7x     12.1x     11.2x     12.0x     11.2x     1.3%     1.3%     1.4 %
Barry Calleb-Reg 15.9x     14.2x     13.3x     20.8x     18.3x     16.8x     high 24.9x     22.2x     1.1%     1.3%     1.4 %
Food Peers 12.1x    11.4x    10.8x    16.9x    15.5x    14.5x    18.8x    17.7x    16.3x    2.9%      3.1%      3.3 %

Tyson Foods-A 10.0x     9.8x       9.7x       12.3x     12.2x     12.2x     16.8x     15.7x     15.0x     0.8%     0.9%     1.1 %
Sanderson Farms 5.6x       5.1x       5.6x       7.4x       6.8x       7.5x       13.0x     11.5x     14.2x     1.4%     1.2%     1.3 %
Hormel Foods Crp 13.9x     13.2x     13.2x     15.3x     14.8x     15.3x     23.1x     22.6x     22.4x     1.7%     1.9%     1.9 %
Pilgrim'S Pride 6.6x       6.3x       7.1x       7.9x       7.8x       9.3x       10.6x     10.0x     11.5x     13.1%   0.9%     n.a.
Scandi Standard 10.5x     8.6x       8.0x       17.4x     13.1x     11.7x     19.6x     13.4x     11.9x     3.2%     4.5%     4.9 %
Jbs n.a. 5.0x       4.8x       9.6x       7.2x       6.9x       high 7.2x       6.2x       3.0%     2.5%     3.5 %
Cranswick Plc 13.5x     11.9x     11.3x     15.6x     15.8x     14.8x     22.2x     19.9x     18.8x     0.0%     0.0%     0.0 %
Protein Peers 10.0x    8.6x      8.6x       12.2x    11.1x    11.1x    17.5x    14.3x    14.3x    3.3%      1.7%      2.1 %

EV/EBIT PE AdjEV/EBITDA DVD Yield
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A peek into the future – Salmon companies may not have to own biomass….  

Salmon will follow in the footsteps of the more developed  land based protein peers
As the salmon industry matures (supply stabilises), the strategic value may shift from owning biomass and licences to 
owning the distribution and customer, similar to what we have seen for poultry and cattle companies.  
 
A choice must be made to be 1) the lowest-cost commodity producer or 2) develop a downstream presence.  

 
Low cost strategy only works if you can maintain your co st advantage 
• Several factors, like tax, biology, politics, are outside of management’s control making it harder to master your own 

destiny  
 

We believe moving downstream makes the most sense 
• Successfully branding chilled products have been challenging, but we believe the importance of owning biomass will 

diminish as the industry develops.  
 
 
 

 

Strategic value will shift from 
owning biomass and licenses to 
owning the distribution and 
consumers…  
 
Why does Tyson Foods not own 
any feedlots, but source from 
11.000 independent farmers?  
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A peek into the future – Salmon companies may not have to own biomass….  

Does the chicken farming model work better for salmon far mers than for chicken? 
• Adapting a contract farming, or ‘chicken model’ may actually be better suited to salmon farming than chicken  

 
• The capital-intense part of the business will gain significantly improved earnings visibility, better suited to the 

operational and financial risk of salmon farming, while non-farming will become capital light and growth-focused 

• Brand integrity maintained by supplying independent farmers with ‘branded’ smolt and feed 
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Vertical integration overview  
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